
http://www.google.com/ 



Search 1,346,966,000 web pages 

( lender share sharing appreciation borrower 



Google Search | I'm Feeling Lucky 



Advanced Search 
Preferences 



Google Web Directory 

the web organized by topic 

Efficient. Targeted. Affordable. Google AdWords . 



Cool Jobs - Add Google to Your Site - Advertise with Us - All About Google 

©2001 Google 



1 of 1 



6/5/01 2:47 PM 



Google Search: lender share sharing apprec| 



borrower 



http://www.google.com/seai 



L=len...iation+borrower&btnC=Coogle+Search 




Advanced Search Preferences Search Tips 



TenderH^^ I Google Search 



I'm Feeling Lucky 




Mortgages: Save now, pay later with a shared appreciation ... 
... of appreciation the borrower is willing to ... percent, while the sharing percentage can 
range ... Home appreciation, $48,323, $168 ... 680, N/A. Share due to lender, $24,161 , ... 
www.bankrate.com/ndaq/news/mtg/20000907.asp - Similar pages 

Homestore.com 

... to give the lender a stake in ... market rates and share from 30% to 60 ... But does sharing 
future appreciation really ... your future appreciation? ... as a borrower read the ... 
www.homestore.com/News/10-19-00/SAMLoan.asp - 26k - Cached - Similar pages 

The Pros and Cons of Shared Appreciation Mortgages 

... your part to share between 30 and ... a SAM lender may be ... off than the borrower on a ... always 
expect appreciation, and certainly ... 60 percent sharing arrangement) when ... 
www.uslaw.com/library/article/TNPPropertyCol1 1 1300.html?area_id=8 - 24k - Cached - Similar pages 

rppFi www, occ. treas . gov/i nterp/iun97/i nt785 . pdf 

... that involve the sharing of equity or ... in which the borrower agrees to ... agreed percentage 
share in the net appreciation of the ... as a lender. OCC Interpretive ... 
Text version - Similar pages 

Yahoo - Allied Mortgage Unveils 4.5% Fixed Rate Mortgage! ... 
... for Borrower for Sharing Future Appreciation with Lender. ... the borrower to share a 
percent of ... of future appreciation the borrower agrees to share ... 
biz.yahoo.com/bw/01 0306/041 8.html - 8k - Cached - Similar pages 

rppFi www.ncbs.o)m/lending/Shared%20Appreciated%20Mortgage%20Handbook.p 
... 2000 Payment Savings Borrower Enjoys Shared ... agree to share part of ... value. Shared 
appreciation simply means you are "sharing" a portion ... me a lender would want ... 
Text version - Similar pages 

Washington Post Writers Group — Business and Financial ... 
... to give the lender a stake in ... market rates, and share anywhere from 30 ... But does sharing 
future appreciation ... of your future appreciation? ... as a borrower read the ... 
www.postwritersgroup.com/archives/harn1009.htm - 9k - Cached - Similar pages 

Today's Commentary 

... eat an unwary borrower's net worth by ... she owed her lender the original $30 ... she agreed 
to share "55 percent" of ... $35,750 in appreciation-sharing. But in ... 
www.postwritersgroup.com/archives/harn0501 .htm - 7k - Cached - Similar pages 

Untitled 

... sharing with their lender part of their ... the percentage of appreciation the borrower 
is willing ... agrees to share, the higher ... while the sharing percentage can ... 

aolpf.marketwatch.com/source/blq/aolpf/archive/20000907/ news/current/sam.asp - 34k - Cached - Similar 
pages 

Overview: Controlling Affordabilitv Over Time in Subsidized ... 

... These allow the borrower to forego all ... to the lender but not ... of subsequent share purchasers. ... 



1 of 2 



6/5/01 2:46 PM 



Google Search: lender share sharing apprecutei borrower http://www.googtexom/seaj^fcji=len...iation+borrower&btnC=Coogle+Search 



* 4- 



Formulas 

for sharing resale proceeds ... of the appreciation for the ... 

www.enterprisefoundation.org/model%20documentsye484.htm - 40k - Cached - Similar pages 



Goooooooooog I e ► 

ResultPage: 1 2345678910 Next 



Advanced Search Preferences Search Tips 



lender share sharing appreciation borrower 



Google Search {Search within results 



Try your query on: AltaVista Excite Google Groups (Deia) HotBot Lvcos Yahoo! 



iGoogle Web Director 



- Cool Jobs - Advertise with Us Add Google to YpurSite -- Google in your Language s 



AH About Google " PI;!:; : ; ■ 



©2001 Google 



2 of 2 



6/5/01 2:46 PM 



The Pros and Cons of Shared Appreciation MAgages 



http://wvvw.uslaw.com/liJ^^/artic...NPPropertyCol1 1 1 300.html?area_id=8 




USLaw, 



com 



>lltJ'«iMMl 




SPECIAL OFFERS ASK A LAWYER Cfi£AT£- A DOCUM£NT FJNDAUV¥Y£& 




SOUillOMS 



The Pros and Cons of Shared Appreciation 
Mortgages 

Buyers must balance lower monthly mortgage payments 
versus lower profits at the sale of property. 

By Benny L. KassUSLaw.com Columnist 

Mortgage lenders are always looking for new and creative 
mortgage loan packages. One such mortgage—although not 
new—is called a Shared Appreciation Mortgage (SAM). 

SAMs first surfaced in the 1970's and 1980's, but basically 
disappeared due to lack of consumer interest. Now, it 
appears that some major lenders are attempting to revive 
interest in this kind of loan program. 

How SAMs Work 

With a SAM, your lender will offer you a below-market 
interest rate in exchange for an agreement on your part to 
share between 30 and 60 percent of any appreciation, if 
and when you sell your house. 

Let's look at an example: currently, mortgage rates are 
hovering around 8 percent. You want to purchase a 
condominium for $150,000, and put down 5 percent, or 
$7,500. You will need a mortgage of $142,500. 

If you can get a mortgage loan at 8 percent, your monthly 
payments, based on a 30 year amortization, will be 
$1045.63. However, a SAM lender may be willing to give 
you a loan at an interest rate of 6.5 percent, and the 
mortgage payments would only be $900.71 per month. 
Those lenders who are prepared to offer you a SAM loan are 
betting that you will be willing to give them up to 60 
percent of any profit on the sale of your apartment so that 
you can save $144.92 per month, or $1739.04 per year. 
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SAM or SCAM? 



A SAM may be good for the mortgage industry. But is a 
SAM good for the homebuyer, or is it really only a SCAM? 

Obviously, no one can predict the future of real estate. 
Historically, although not as volatile as the stock market, 
real estate prices have fluctuated. The borrower with a SAM 
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on a house that is depreciating in value will clearly be better 
off than the borrower on a house that has appreciated 
substantially. However, buyers always expect appreciation, 
and certainly would not purchase a house if they knew in 
advance that the house would go down in value. 

Let's go back to our example. If the $150,000 condominium 
increased by 5 percent per year, in five years it would be 
worth approximately $190,000. This is a $40,000 gain. 

With a SAM mortgage, our buyer would have to part with up 
to $24,000 (assuming a 60 percent sharing arrangement) 
when the property is sold, versus a savings over five years 
of $8695.20 in lower monthly payments. In my book, that's 
a lot of money to give up. This becomes especially 
important if our buyer wanted to move up to another 
property five years from now. If his/her condominium unit 
increased in value over the past five years, it is logical to 
assume that other real estate similarly increased. Thus, our 
buyer would have $24,000 less to use as the down payment 
for the more expensive replacement property. 

Clearly, if the condominium unit in our example decreased 
in value, this would have been a good deal for our buyer. 
But as indicated earlier, no one buys real estate expecting 
to take a loss. 

I am not unalterably opposed to a SAM mortgage. The 
purpose of this column is to put potential borrowers on 
notice of the pros and cons of such a loan, and to encourage 
you to do your homework, shop around and determine if 
there are alternative types of loans available which would 
not require parting of some portion of the profit. 

Negatives of the SAM 

Here are some of the negative aspects of a SAM loan: 

1. If the property increases in value, you will have to 
share some of that appreciation with the mortgage 
lender. 



4. 



What are the tax aspects of such a loan? Will you 
have to pay income tax on the gain, even though you 
have to give part of it to your lender? Will you be 
able to deduct all of the mortgage interest, even 
though you are - in effect - not the sole owner of the 
property? These questions, to the best of my 
knowledge, have not been addressed by the IRS. 

If you die, will your estate have to share the 
appreciation with the lender? 

If you refinance your SAM loan, and obtain a 
conventional mortgage, you will still have to share 
the appreciation with the lender? But how does that 
work? Who makes the determination of the value of 
the property at the time of the refinance? Keep in 
mind that if, in our example, you have to give the 
SAM lender $24,000 on a refinance, that means that 
you will be paying your new lender interest on money 
which you will not really receive. 
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Perhaps, our potential condominium buyer could obtain the 
same low-interest mortgage rate by taking out a one-year 
ARM. While it is true that the loan will probably increase at 
the end of the first year, our buyer may also be getting a 
raise from his employer after one year, and could afford the 
higher mortgage payments. Keep in mind that there are 
significant income tax deductions for mortgage interest 
payments, and these deductions should be plugged into 
your calculations of what you can afford. 

It appears that the SAMs are attempting to come back into 
the mortgage marketplace. Keep your eyes wide open and 
make sure that this is really in your best interest. 

Bennv L Kass is a real estate lawyer in Washington, D.C. 
and Maryland, and a member of the USLaw.com Affiliate 
Network. 
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